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SUBJECT: 

1 . THE DEPARTMENT OF STATE WAS PLEASED TO LEARN OF THE 
PASSAGE OF LEGISLATION TO AMEND NEW YORK TAX LAW IN 
RELATION TO EXEMPTION FROM COMPENSATING USE TAXES FOR 
CERTAIN PROPERTY USED BY FOREIGN AIRLINES. THIS LEGISLA- 
TION IS NOW BEFORE YOU. 

2. THE DEPARTMENT BELIEVES ENACTMENT OF THIS LEGISLATION 
WOULD PROVIDE AN APPROPRIATE AND WELCOME RESOLUTION TO 
A NUMBER OF DISPUTES WHICH HAVE ARISEN WITH FOREIGN 
COUNTRIES OVER THE TAX TREATMENT OF FOREIGN AIRLINES. AS 
YOU KNOW, THE FEDERAL GOVERNMENT EXEMPTS FOREIGN AIRLINES 
FROM IMPORT DUTIES AND TAXES ASSOCIATED WITH THEIR AIR 
TRANSPORT OPERATIONS IN ORDER TO OBTAIN EQUIVALENT BENEFITS 
FOR U.S. AIRLINES OPERATING ABROAD. THE ENACTMENT OF THE 
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LEGISLATION BEFORE YOU WILL ASSURE THAT THIS FEDERAL 
POLICY IS MATCHED AT THE STATE LEVEL. THE LEGISLATION WILL 
THEREFORE LESSEN THE LIKELIHOOD THAT FOREIGN GOVERNMENTS 
IMPOSE UNREASONABLE TAX AND TAX COMPLIANCE BURDENS ON U.S. 
AIRLINES OPERATING ABROAD. THIS IN TURN WILL FOSTER THE 
FINANCIAL HEALTH OF BOTH U.S. AND FOREIGN AIRLINES. 
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3. THE LEGISLATION APPEARS CONSISTENT WITH THE 
PRINCIPLE OF TAXATION BASED ON RECIPROCITY. WE HOPE IT 
WILL RECEIVE YOUR FAVORABLE CONSIDERATION. SIGNED 
JULIUS L. KATZ, ASSISTANT SECRETARY OF STATE FOR ECONOMIC 
AND BUSINESS AFFAIRS. CHRISTOPHER 
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